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E 0 11652: ADS, DECLAS 3-31-76 
TAGS: EAID, EFIN, RP 

SUBJ: PROPOSED ADB LOAN - PROVINCIAL CITIES WATER SUPPLY PROJECT 
(PHILIPPINES) 

REES: A) MANILA 17025; B) MANILA 17277; C)TRSY 75-224 

1. IN MEETING DEC. 16, ADB BOARD OF DIRECTORS APPROVED 
$16.8 MILLION EQUIVALENT LOAN EROM ORDINARY CAPITAL 
TO THE PHILIPPINES EOR PROVINCIAL CITIES WATER SUPPLY 
PROJECT. PRESS RELEASE BEING POUCHED. 

2. U.S. DIRECTOR COMMENTED ALONG LINES INDICATED 
REETEL A, PARTICULARLY NECESSITY FOR STRICT ADHERENCE TO 
PROJECT'S EINANCIAL COVENANTS, INCLUDING APPROPRIATENESS 
OF TARIFF STRUCTURE AND CLOSE MONITORING OE DEBT/EQUITY 
RATIOS. OTHER DIRECTORS ALSO EXPRESSED SIMILAR CONCERNS 
INCLUDING COLLECTION ENFORCEMENT IN WATER DISTRICTS. 

CANADIAN DIRECTOR REQUESTED STRONGER JUSTIFICATION FOR 
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IN FIRST HALF OF 1975 TO $1.6 MILLION. STAFF RESPONSE 
WAS THAT JUSTIFICATION BASED UPON CURRENT ACCOUNT 
DEFICIT WHICH IS EXPECTED TO BE $850 MILLION THIS 
YEAR. RESERVE INCREASE DUE TO BORROWING OF $300 
MILLION LONG-TERM AND $450 MILLION SHORT-TERM FUNDS. 

STAFF BELIEVES THAT RESERVES WILL DECREASE BY ABOUT 
$200 MILLION TO $1.4 MILLION. 

SULLIVAN 
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